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Dur readers are aware that the Economic Consultative Committee of the League of Nations, at its meeting in May 
ast, passed a resolution which, while recognising the great benefit to international commerce that had already re- 
ed from ne a term of py of the eurearies of most countries of the world, vo the fears. enter- 
sined by t enoa Conference of the dangers might arise from undue fluctuations purchasing power 
of wld. The resolution proceeded to declare that, “in view of the detrimental effects upon industry, agrcalier’, 
nd the conditions of oY that would result from such fluctuations, the Committee appreciates the great 
est which the central banks take in this problem, and recommends it to the attention of the Financial and : 
Economic Organisation of the League.’’ The Finance Committee of the League considered this question at its June s 
ecting, and was authorised by the Council to consider “to what extent and in what way the League of Nations 
ould most usefully assist in the study and solution of the problem of undue fluctuations of the purchasing power of 

old.” At the September meeting the Committee gave instructions to the Secretariat to proceed at once with the 










ollection of information on certain specific points, and we understand that this work of compilation is now pro- 
eeding. By the courtesy of the author we are able to publish below a memorandum circulated at the June meeting 
of the Finance Committee by Sir Henry Strakosch to his colleagues, which served as the basis of discussion. 


1—THE ACHIEVEMENT OF EXCHANGE which, in turn, postulates an assured equilibrium in finan- 
STABILITY. cial affairs. Monetary stability, in other words, was con- 


have elapsed since t seriou ceived to be an indispensable pre-requisite of economic 
epeeanl uaa with the anes oa which theteee. restoration and, with it, of .:dered social and tranquil 
cial and monetary affairs of so many countries had fallen | Political conditions. No seveic: nor more searching test 
as a result of the Great ‘War. The financial reconstruc- | Could hav: been applied to the validity of this conception 
tion of Austria, which was inaugurated under the wgis | than its application to the case of Austria. It is unneces- 
of the League of Nations in December, 1922, was the first | 2“y here to dwell on the peculiar difficulties, complexities, 
step in that direction. It marked the beginning of an and uncertainties which surrounded the whole Austrian 
7 era of real effort and achievement. problem. They are too well known to require re-state- 
The Austrian of reconstruction, and every subse-| Ment; but it is well to recall the apprehensions of grave 
quent scheme of financial and monetary restoration for political reactions which kept Europe a-quiver owing to 
which the League of Nations has made itself responsible, | the ig 4 ation of the Austrian currency and 
inspired by the fundamental conception that the the economic chaos that depreciation was causing. It 
attainment of an equilibrium in the economic affairs of a | is also well to recall the profound impression which the 
country is possible only if monetary stability is established, | singularly rapid recovery of Austria created, and the in- 
TABLE “A” 
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AN INDEX ov ran FLUCTUATIO EUROPEAN EXCHANGES. 
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_currency fluctuations in relation to the dollar (i.e., gold) 
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modities prepared by the U.S. Bureau of Labou, 
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fluence which it undoubtedly. 
other countries towgrds _ 
struction. It may truly fe s 
in Austria, followed, as it was, 
ably successful intervention in 
trail of general monetary 



































and franc estoration in|. os 
Europe and clsewhere. Indeed, | League’s eae a8), 1 
applied to Austria and Hungary have been made’ the | Austris............| 579 3 
model upon which all subsequent lens. of Snancial and UM. peccecceae | 2,184 1,535 Lm 
monetary restoration—whether fathered ‘bythe’ —— or coosscecee | 68 95 93 
undertaken without its co-operation—have been UP: | Denmark 8 *.. 1,078 117 
These plans, without exception, involved the linking of ee 785 801 
P , ception, : ot : Ceegesveoe 25 42 
currencies to gold, or, in other words, the establishment’ codecs tf? 1S 280 a 
of the gold standard in one form or another. France ....+..+002+ | 5,748 4,259 42 
The time seems. ripe for a survey to be made of the aw oceans = — 5.792 
progress that has been achieved during these five years; | 7 oe a | ae 293 - 
to measure that progress in terms of monetary stability | Italy ... scovee| 1,191 1,690 153 
and in terms of economic advancement; and finally to | eee 1,256 1 
consider what remains to be accomplished in the domain | Norway ----.-.. -¢ = 430 
of monetary: organisatiqon to insure that no monetary eee ol 
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: progress. 
A convenient way of measuring the progress made in 
monetary’ stability is to reduce to index numbers the 
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during the five years under review. This is attempted in 
the subjoined Rag ‘* A,”* which has been een ey 
working out the average percen variations in the 
United States dollar value of a currencies of each 
country from month to month. By adding up these varia- 
tions irrespective of whether they a the direction 
of depreciation or appreciation, by striking an average 
for each year, and by weighting the individual index 
numbers so arrived at on the basis of population, a com- 
bined index number is obtained for the countries chosen. 
This method of calculation has been applied in the sub- 
joined table to all the European countries except Russia. 

rkey-in-Europe, Iceland, Albania, the Saar, Danzig, 
and Luxembourg. The absence of adequate statistical 
materia] was responsible for these omissions. 


The table at foot of page 1 shows that the purchasing 
power in terms of gold of the currencies handled by the 
populations of the countries under review fluctuated on 
an average from one month to the next to the extent of :— 


ted to U,8. prices 

1922160) 5.545 
Inter Ne paweee ad 

* These figures are estimated, as the official returns are not yet 
available. : 

+ Estimate based on the returns for the first ten months of 1927. 
t Estimate based on the returns for the first six months of 1927. 
The progress shown is handsome, and particularly im 
pressive when the figures are examined in the light of the 
currency fluctuation indices of Table “A.’’ For easier 
comparison they are here set one below the other :— 


2% in 1922 | ) 
ase 2 " - 1983 of 

SER wn nn 2008 (as expressed in the foreign trade index) with every 

Be Bunn m i weil improvement in the stability of currencies is striking. 

09 X » em 2987 Thus the modest progress made in the latter direction 


in 1923 (if Germany is excluded) is reflected by a modest 
improvement of the trade figures, = — 
‘ess in monetary stability in 1 a substantial i 
Seventies in the oa Slel, eee, and, finally, the 
in the retaining three years, checked by virtually 
eit Miainry conditions in 1926 (if France and Belgium are 
excluded) by a very similar development in the trade 


The extraordinarily high average fluctuations in 1923 
were, of course, due to the complete collapse of the 
German currency in that year, while the relatively high 
average for 1926 was caused by the wide fluctuations of 


IL—GOLD BECOMES THE GENERAL 
STANDARD. 


_ ‘The monetary standard ‘chosen by all the countries of 
Europe that have stabilised their currencies during th 
was | last five years is the gold ‘standafd in its various forms 


have adopted the *‘ gold specie standard,” 
1926, to which teference is made above. The average volves the Obligation to exchange the local cuf- 
fluctuations of 1927 are, as will be seen, the lowest of 


coin: others have elected 10 
the ‘period. 7 Ecttios standard,” involving the 
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Let us see now ‘how the countries under review have | “ligati tc 1a | it into gold bullion; makes the 
fared economically during the same ‘period. Reliable eal. the" Dy : eek fxclgs: go exchange. 
statistical material of the volume of their production Aad there is, finally, a numerous intermediate class of 
being sadly lacking, a rough-aad-ready measure ‘may ‘be | countries in which the loval curfencies are convertible # 
found in their foreign trade figures, The subjoined | the option “of the currenty authority into either gold 
Table ‘* B” has been constructed by adding together the | gold exchange, Sin whieh convertibility imonel. stage 
Saat Sar aideenie ey bee Change is intended. to be: merely a the gold speci 
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| Moe fall within the intermediate class to which reference 


ade.. They: have been included among the 
roid exchange standard countries because they are all at 


TABLE “C.” 
POSITION or FOREIGN CURRENCIES axp CONVERTIBILITY or NOTE ISSUES. 


(Since the date on which thie wemarnetam wee writtte, Bs 


and Greece have been transferred from the ds facte 


France, 
the de coronas of the table.) 


De Jare Stable Currencies. 





Norgs.—(1) Sterling 1  @ Asp sini 
Bank Bill, which proposes standard. notes in silver 
Thongh convertibility es there is an "embargovon the 
tions for several years, The figures are for the year (es 


De Facto Stable 
Currencies. Others. 


Total. 


65=63%' .. | 663=62% 
eventually gold (specie) standard. Transitional until 
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of gold, and the yen has been subject te continued, moderate, flactas- 





The most striking feature of the compilation is not 
so much what emerges from the grouping of countries 
a the various classes. of standards adopted, but the 
act :— 

_(@) That more than ‘half the population of the world 
(i.e., about 944,000,600) is to-day handling money which 
is either de jure or de facto linked to gold, and 

(+) That of the 1,066,600,000 ‘people inhabiting the 
countries under review, ofily 123,000,000, or 11} per cent., 
are to-day living in conditions of monetary instability, 
and these, it should be added, are all struggling towards 
the re-establishment of their currencies on a gold basis. 

The achievement is a remarkable one, especially if we 
reflect that real progress only began to be made four 
years ago and that tary stabilisation involved, as 
omens precedent to it, the settlement of numerous 
nancial questions of a most troublesome kind. It-meant 
the funding of ‘a vast amount of short-term ind ednes 
and the settlement of unwieldy international debts. on 
lines that limit the current” interest and redemption: pay- 
mats within manageable proportions, and it involved, 
. curse, acceptance by the countries concerned of a 
"gid financial régime. ~~ Og 
_ Equally remarkable—though perhaps not surprising— 
int unanimity with which practically the whole of the 
Ted world has elected d to adopt gold as its standard 
o Value. This development is the result not of any inter- 
the al convention or other international action, but of 
countre tual choice. independently made by each of the 

“$ concerned. If js true that ‘the international con- 








general adoption of the gold standard; but the resolutions 
passed by these conferences were binding on none of the 
countries participating in them. They were perfectly free 
to adopt whatever monetary standard seemed to them 
best. We must conclude from their action that they all 
regard the gold standard as the most appropriate to the 
present and foresceable future circumstances; that they 


consider convertibility of local currencies into fixed’ 


weights of gold, or their equivalent in other gold standard 
currencies, to be the surest safeguard in the present state 
of our civilisation for the limitation of the monetary cir- 
culations to the legitimate needs of exchange; and~ that 
they regard fixity of the exchanges, which this converti- 
ibility assures, as indispensable in a world which depends 
for its prosperity and progress on international trade in 
‘an evef-increasing measure. Finally, we must conclude 
from their action’ that they are content to link the pur- 
‘chasing power of their money to what gold will buy—that 
‘is, to tie their general: pricé levels to gold (and through 
gold to the price levels of all the other gold standard 
\Gountries)}—in a word, to join in a great monetary partner- 
‘ship with gold as their common bond. ; 

| They are content, metaphorically speaking, to tie their. 
lcurrency and price-level ships to a common buoy—gold. 
‘The huge ocean-going. ship of the U.S.A., towering over 
‘the many smaller craft of the other nations, lies there, 
iside by. side with them, all made fast to their common. 
‘buoy. A sea captain in real life would feel ill at ease if he. 
found that he had. moored his ship to a buoy that was, 
anchored to nothing, and was free to drift. wherever, the, 
and the winds or the manceuvring of the other, 


123°2=11°5% 1.066°3= 100% 
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which the war had created. 

Have the captains of our metaphorical currency 
less reason to feel uneasy? Is the buoy to which their 
ships are moored firmly anchored to prevent it from drift- 


drifting to wherever these may take it, and dragging |. 


with it the ships that are made fast to it. True enough, 
our currency ships are all equipped with machinery appro- 


priate to their size (the central banks), which has been 


installed with the primary object of enabling their cap- 
tains to mancuvre them to and fro so as to keep them 
at their proper stations in relation to the buoy, and so to 
the other ships. But if that machinery is employed merely 
to perform this primary object, they are in no safer con- 
dition than the ships in real ‘life that are tied to an un- 
anchored buoy. On the other hand, if their captains 
agree to closely co-operate in applying the machinery at 
their command to manceuvring their ships with a view to 
keeping the buoy in a pre-determined and safe position, 
they will have ceased to be at the mercy of the elements. 
Leaving the metaphor, these undoubtedly were the con- 
siderations which inspired the resolutions of the Genoa 
Conference when it recommended that the central banks 
of gold standard countries should co-ordinate their credit 
policies with a view to maintaining stable the purchasing 
power of gold. 

ill.—EFFECT OF FLUCTUATIONS IN VALUE 

OF GOLD. 

To appreciate the urgency of concerted action of this 
kind, let us examine somewhat closely into the reactions 
that the instability of our standard of value is likely to 
call forth. We:all know that, in our complex economic 
organisation of to-day, the vast majority of transactions 


settlement of which is deferred over widely varying 
periods, and that it is this fact which causes changes in 
our standard of value to affect differently different classes 


The distribution of the national income has been split up, 
it will be observed, into the constituents of (2) Public 
Debt Service and (b) Interest and Rent, which are 

together under the main heading of ‘‘ Fixed Money Obi- 
gations’; and (1) Other Governmental Expenditure, (3) 
Profits of Enterprise, and (3) Wages and Salaries, 
grouped under the main heading of ‘‘ Residue.’’ The 
first group, as the heading implies, comprises the obliga 
tions in respect of contracts involving fixed money pay. 
ments. It includes, apart from interest and redemption 
charges on the National Debt, the debts of public bodies 
and private undertakings, also rent on landed and hous 
property and pensions. These obligations may be said 
to constitute a first charge on the national income. They 
have to be met whatever the income may be, if default is 
to be avoided. The second group, headed ‘ Residue,” 
represents the balance of the national income that is 
available to meet (a) Governmental Expenditure other than 
debt charges; (b) Profits of Enterprise (which includes 
all dividends of a variable type, such as accrue to holdess 
of ordinary or deferred shares of companies); and, finally, 


(c) Wages and Salaries. It is this ‘‘ Residue” that, 00 


the one hand, has to bear the burden of any deficiency 
of production and/or an increase in the purchasing pove 


‘of gold (a fall of the general level of gold prices), and 


that, on the other, reaps the benefit of an increase of pro- 


duction and/or a decrease in the purchasing power o 
igold (a rise of the general level of gold prices). 


Let us now reconstruct the national income and distr 
bution account on the assumption that the national pr- 
duction remains the same, but that its money value has 
increased by 20 per cent.—that is, that general prices 
have risen 20 per cent. :-- 

TABLE “E.’’ 
Nasomat Incomm and Drerarorion Accootr. 
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- per cent., and ‘so makes available for purposes of 
0 Oe an increased proportion of a ‘ike differ- 
‘nce. It reduces, in other words, fixed money claims by 
17 per cent. and inereases the residue by 6 per cent. 
js increase has been apportioned among the various 
wnstituents of the residue proportionately to their dis- 
tribution in the first account (Table “D”). But that, of 
course, is not what happens while prices are on the up- 
The redistribution involves a difficult process of 
gradual adjustments under considerable friction. The 
frst to benefit, of course, are those interested in ‘‘ profits 
of enterprise,” but pressure from the wage-earners, whose 
real wages have been diminished by the rise of prices, 
soon develops. Wages are increased sometimes by 
amicable settlements, but more often following strikes. 

A rise in pricés, or, indeed, the mere expectation of a 
rise, stimulates enterprise, and so creates a greater 
demand for capital goods, while the greater share of the 
national income in the hands of the wage-earners is 
freely exercised, mainly for the purchase of consumable 
goods. Both accentuate the rise of prices and call for 
an increasing volume of money and credit to effect the 
exchange of the more rapidly circulating goods. When 
the monetary circulation and the credit structure have 
reached the limit to which the central banks feel justified 
to expand them (having regard, on the one hand, to legal 
reserve requirements and habit or custom, and, on the 
other, to the size of available gold reserves), and when 
the prospect of a further rise of prices consequently 
vanishes, enterprise is curtailed and the reaction sets in. 
The pendulum takes its downward course. 

Finally, let us examine the national income and dis- 
tribution account, on the assumption that the national 
production remains unaltered, but that general prices 
have fallen 20 per cent. :— 





‘TABLE “F.”" 


Natzonat Incoms asp Dysrarsorion Account. : me 


Prices = 80. 





The proportion of the national income which falls to those 
having fixed money claims rises from 26.4 per cent. to 
33 per cent.—t.e., by 25 per cent. The burden of this is 
borne by the “ residue,’ which is decreased by 9 per 
cent. “Profits of Enterprise ’’ suffer first, because a reduc- 


tion of money wages, in spite of their greater purchasing . 
power, is stoutly resisted. Diminishing profits and the 


expectation of receding prices damps down enterprise; 
wages are gradually depressed. The friction and heat 
engendered in the process is probably even greater than 
in the case of upward adjustments of wages as a result of 
rising prices. But if an equilibrium in the distribution of 
the burden that falls on the “ residue "—is finally tobe 
re-established—that is, if it is so to be distributed among 
its constituents as to re-establish the original propor- 
tions of their shares in the ‘‘ residue ’’—what does this 
involve? : 


| The share of the national income falling to the wage-' 
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earning and salaried class would require to be reduced 


from 2,020,000,000 to £1,471,000,c00—that is, by 
£549,000,000, Or 27 per cent.—while prices will have 
fallen by only 20 per cenf., thus implying a debasement 
of the standard of living of nearly 9 per cent. (the ratio 
being 80 per cent..to 73 per cent.). The other constituents 
of the ‘residue’ would, of course, have to suffer in like 
proportions. If, for social or political reasons, it proved 
impossible to debase the standard of living of the wage- 
earning class to the full extent appropriate to the situa- 
tion, the deficiency could in practice only fall on “* profits 
of enterprise.’ ~ But it is evident that the additional 
burden these profits could bear would be relatively insigni- 
ficant, and that if they were called ‘upon to do so, and the 
reward of enterprise were thus reduced to inadequate 
propertions, the incentive to undertake the risks involved 
in it would be destroyed and enterprise curtailed. Serious 
unemployment would be the result. 

A fall in prices, or. the expectation that the trend will 
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be downward, causes.caterprise to be damped dows, 1, 
demand for capital. goods slackens,. and the lesser shan, 
of the national income in the hands of the wage-earning 
class reduces its power to. acquire consumable gooi, 
The increased share falling to the Rentier class, on the 
other hand, is very sparingly exercised in the purchase of 
consumable goods, and only very. gradually and rather 
fitfully.in the purchase of capital goods (the latter very 
largely depending on the spirit of enterprise reviving), 
These factors. all combine to accentuate the fall of prices 
to lessen the amount of money and credit needed for the 
exchange of the sluggishly circulating goods, and s 1, 
increase the amount of available credit. The pendulum 
thus reaches the lowest point in. its downward course only 
to be driven upwards by the impetus to enterprise which 
the plethora of available credit engenders. 

For easier comparison the distribution of the national 
income shown in Tables D, E, and F are here tabulated 
together :— 
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It is almost unnecessary to say that, in a world in 
which the currencies and prices of the great producing 
countries are linked to gold, and through gold one to. the 
other, these cyclic movements of prices must have their 
immediate repercussions over the whole area of gold 
standard countries—that they are, in fact, cyclic move- 
ments in the purchasing power of gold. Nor can there 
be any doubt that these ups and downs in the purchasing 
power of gold, with all the dislocations which they en- 
gender, are a serious hindrance to €conomic progress and 
a source of almost-theessant social and political friction. 


IV.—GOLDy’ CREDIT, AND.-PRODUCTION. 

The conviction is gaining“ ground that, by co-ordinating 
the credit policies of gold standard countries, it is pos- 
sible, if not to obviate, at any rate very la to miti- 
gate, these cyclic movements. If the force’ of thé original 
impulse which sets the pendulum in motion were curbed, 
its momentum would be lessened and, with it, the ampli- 
tude of the arc it describes. 

_ When analysing, in the previous chapter, the effect of a 
rise and of a fall in the general level of gold prices, we 
have assumed that the national production remains un- 
altered. Opinions differ as to whether the stimulus of 
rising prices causes production to be increased to any 
material extent, and the depressing effect of falling prices 
to reduce it, though it is more generally believed that this 
is the case to some extent ; but there can be no difference’ 
This, it is certain, is steadily increasing, and it would 
be found on examination that the rate of increase is) 
centuated in times of rising prices and somewhat retarde 
in times of falling prices. The advance in population alone 
nécessitates a growing volume of production if’ the 
standard of Jiying: ‘is to be maintained. 
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in human nature not to be content to accept as perp a 


the standard of life that has been attained, but -ever. 
stfive towards improving it. This natural increase of 
Pear mam? which may be termed economic progress, has 

measured by Professor Cassel over an extended 
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period. He reaches the conclusion that it proceeds at 
the rate of 3 per cent. per annum. Mr Joseph Kitchin, 
examining the question from a somewhat different angie, 
arrives at a very similar result. 

‘ It is very clear than any increase in production involves 
a corresponding increase inthe volume of exchange of 
goods and services, and, other things being equal, calls 
for a corresponding increase in the volume of currency 
and credit to effect this exchange. In a gold standard 
world itcalls’ for a broadening of the base upon which 
currency and credit are built, that is, a corresponding 
increase of monetary gold_reserves. The augmentation 
of these depends ‘upon thé ampunt of gold that the world 
produces ‘every yéar in*excess of what it chooses to em- 
ploy in the industrial arts or for purposes other than 
money. lf-the annual addition to these gold reserves '!s 
t00 ‘great relativety to economic progress, the effect 's 
to raise-=and, if-it is too small, to reduce—the general 
level of gold-prices, or, in other words, to depreciate 
or appreciate respectively the purchasing power of gold. 
Our gold standard world thus depends for the stability 
of its general price level un two factors that may be said 
to be entirely fortuitous—the amount of fresh gold cur- 
rently produced and the extent to which gold is used for 
purposes other than money. 

Professor Cassel was one of the first prominently ' 
emphasise these considerations, to draw attention to the 
inadequacy of the current additions to the monetary gold 
reserves, and to insist wpon the urgency of international 
co-operation, with a view to economising the use of gold 


‘landithus to save the world from a steadily receding price 


level and all that this implies. The Genoa Conference, 
without pronouncing on the adequacy or inadequacy 

the provable future supply of oon? sv Nachenge 
: ; Padegtion of )the® gold, ex" 

hee a Re rein eee ee od co-ordina _ : 

« thieie credit’ policies, with the object of a 

ing power of gold. Latterly, the que 

tion came under the consideration of the Royal Comm® 

sion on Indian Currency and Finance. In the course © 
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his evidence “before ‘the ‘Canton. “Mr Joseph ‘Kitchin 
|_a recognised authority on precious metal statistics— 
submitted _ exh wae _ figures. which . amply confirm }.2 


Professor C 


1 eS ast adel iain bil oh 
gold (that is, a fall in prices) is likely so to stimulate the 
gold-mining industry as to substantially increase its out- 
For technical reasons alone, it is extremely un- 


t. 
: _but a very pronounced fall in prices 


likely that an 

would have this 
a fall were to agcrue to the gold-mining industry. 
on this latter point that the tion breaks down com- 


sufficiently large manner at the , smaller counties 7 
Biel it is opposed by a liberal credit policy of 


The} rete to the gold standard ‘by Great Britain 
May, 1995, marks the i ‘in \the 
restoration of this standard. Comparing wholesale pri 
then rulitig in the United States and Great’ Britain 
those ruling in March, 1928, we get the f 


, even if the whole benefit of such | 
It is]. 


pletely. We have-seen that the redistribution of the | yarcn 1: 


national income oceasioned by a fall in prices throws the 
resulting burden om, *‘ Governmental Expenditure,”’ 
Profits of Enterprise,”’ and ‘‘ Wages and Salaries,’ 
that the burden is greater relatively than the fall of 
prices, and that, pending the reduction of real wages, it 
has to be borne by the remaining components of the 
residue. Taxation has to be increased and ‘‘ Profits of 
Enterprise’? reduced. Is it reasonable to suppose that 
any legislative body will hesitate to put the major part 
of that burden—if not the whole of it—on the industry 
that can obviourts | hear it best, when all others are groan- 
ing and strugglig 
able to suppose .the mine-worker will submit to so 
drastic a reduction of his wages as will debase his stan- 
dard of living rather substantially below the ‘evel he 
was accustomed to enjoy, when the industry he is serving 
prospers? Neither of these. propositions would seem to 
require more than @ mo tion to be answered 
in the negative. Whatever oe advantage that may theo- 
retically accrue to the gold-mining industry, it is bound 
in practice to be largely swallowed up by the additional 
burden which will inevitably fall on it. 


Forecasts, however carefully compiled, are obviously 
liable to error, and there are many who—perhaps not 
unnaturally—shrink from leaning on them, however 
lightly, as a guide for. the framing of future policies. But, 
whatever faith or doubt we may have in regard to. the 
forecasts of the future gold production, there can be no 
disagreement on the point that, looking into a reasonably 
distant future, the supply of gold for monetary purposes 

annot be gauged with any centainty, abd that it is be-. 
yond our power to control it. Indeed, it would postulate 

wholly improbable conjunction of circumstances for it 
lo correspond always precisely to the needs of the eco- 
nomic progress which the world is and will be making ; 
is, of course on the supposition that gold standard 
untries adhere rigidly to their present. practices in the 
matter of gold reserves. 

But the problem is not limited to the quéstion of the 
future supply of monetary gold ‘in its relation to the 
World’s economic progress. We all know that the distri- 
Pution of the monetary gold reserves of the world at 
t available is a very en one, that some coun 

tries—chief among them the United States of America— 
pold relatively abundant ‘gold reserves, while others, 

Pecia lly those who:have more: recently returned to the 

Id standard, are a.policy of not only holding 
on :tenacionthy to what they have, but of also trying to 
r’sment their reserves. They are—to return to our 

‘phor—manceuvring their ships“so~as to get fearer 
ut gold buoy. The combined ee the same direction 
» the many small craft the’ gold buoy to. be 
seeed away from its 1 position, and with it the 
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merely to keep alive? Is it reason- | 


1, 


The combined index (which may be regarded as a tol 
reliable index of the purchasing power of gold) thus 

a fall of 133 points, equivalent to 9 per cent., and it 
not seem unreasonable to ascribe this fall in a 
measure to the policy of keeping a tight hand on cr 
practised by the many countries that, during this peri 
have returned to the gold standard, with a view 
maintaining and augmenting their gold reserves. 


V.—_NEED FOR INVESTIGATION. 

The very cursory sketch of thé problém that faces thé 
gold standard world given in the preceding pages of th 
paper seems sufficient to indicate its gravity. The coms 
clusion is irresistible that, if we are to be saved the coms 
plex réactioris, the edghomi¢,folts and setbacks, and the 
social and political friction which frequent and violent 
changes in the distribution of national wealth and in 
through fluctuations in the purchasing power of 
produce—if, in a word, economic progress is not to bd 
seriously impeded, concerted action by the gold standard 
countries is imperative. If it is impossible to control the 
supply of monetary gold—and it is manifest that it 
canfiot be controlled—then it is clear that the problemi 
can only be attacked from the side of monetary policy 
The Genoa Resolutions recommended the convocation 
a conference of central banks. No steps in that direction 
haye as. yet. been.taken,and probably wisely. Beford 
such a conference could hope to do useful work, it 
necessary for the great majority of the countries of 
civilised world to have returned to the gold standard, 
That is now on the point of being accomplished. In the 
meantime, the central banks of the leading gold s 
cotintries have initiated a policy of establishing closes! 
contact one'with thé other, but it may be doubted whether 
this contact, or, indeed, a conference of central banks 
contemplated by the Genoa Conference, is likely to adv: 
the problem materially without a good deal of prelimi 
preparation. The problem is a complex one, and i 
practical solution involves agreement ona number o 
questions of theory. Nothing could be more detrimen 
to the smooth, efficient, and expeditious working of 
conference of central bankers than the distractions 
controversy over fundamentals. 

“These considerations, coupled with the fact that 
problem dealt with in this paper was referred to 
Financia! Committee on two separate occasions (first x 
the Brussels Conference and subsequently by the se 
cil, as a tepult of the Genoa 's as moe. 
its agenda, leads me to suggest to my e 
ee ee .— co a 
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A, JOURNAL ABSOLUTELY FREE FROM ANy | 
CONNECTION WITH ANY FINANCIAL HOUSE oR 
SPECULATIVE AGENCY. 
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THE MOST COMPLETE PERIODICAL RECORD IN. CE OF . 
THE DEALING, THROUGHOUT:THE UNITED KINGDOM, IN EVERY » || 
DESCRIPTION OF STOCKS AND SHARES. OVER 4,000 SECURITIES 
ARE DEALT WITH EACH MONTH, SHOWING RECENT DIVIDENDS __ 
AND YIELDS AT LATEST PRICES. THE MANUAL ALSO CONTAINS 

A VALUABLE SUMMARY OF PROFIT AND LOSS ACCOUNTS 
EACH MONTH. | 


- Snvestor f Monthly Panual 


NEW YEAR DOUBLE NUMBER. 


The Double Number of Tux Investor’s Montuty Manuat, to be published on January 2nd, 
1929, will give, in addition to the usual information, the highest and lowest prices of over 4,000 
stocks and shares for 1924, 1925, 1926, 1927 and 1928; the latest quotations for 1928, the 
names of the markets where each security is chiefly dealt in, besides memoranda relating to 
the financial position of Foreign and Colonial Governments, Railways, etc., etc. In addition, 
there will be furnished the addresses of the various Companies, with the names of the 
Chairmen & Secretaries, or Managers. Comparative figures of net profits will also be 
shown for a number of leading Companies. 


Price - - 2s, 3d. Post Free. 
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The scope and utility of this DOUBLE NUMBER, which is subscribed to 
__ by all classes. of. Investors, brings your.claims before a large and. influential 
clientele for.at least the following six months. ‘Therefore it will be found 
specially suitable for advertising the announcements of Banking, Insurance, . } 
- Financial Trusts and other companies. It is practically indispensable to thove : 


dealing in stocks and shares, and its eee oe 
ONE, 


a Seer Re otrie Deters oy ae E 
Be dae Ee is MPR « +a Lehn gman tapings iy ile BE 
e grat ont ey 
ime 2S ee eM . 


_ Pein ond Advent Off 


¥ 
‘ “ta 
- : # EC A 
sts: % 2DES) SOEs 
.? ts 
er Et 3 bl se s : 
* et 





9 





